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SUBJECT: TALKING POINTS WITH REPRESENTATIVES OF OIL 
COMPANIES 

FOR THE AMBASSADOR FROM ASSISTANT SECRETARY ROGERS 

1. SENT TO YOU BY SEPTEL ARE TEXT OF MEMORANDA REGARDING 
EXPROPRIATION OF U.S. OIL COMPANIES. FOLLOWING IS AN L 
DRAFT OF TALKING POINTS TO BE USED WITH REPRESENTATIVES 
OF OIL COMPANIES TO DISCUSS NATIONALIZATION IN VENEZUELA 
AND "PARTICIPATION" IN SAUDI ARABIA AND KUWAIT. THE 
MEETING IS TO BE HELD SEPTEMBER 19, 1975. AT 2:30 PM AT 

THE DEPARTMENT. QTE. 

2. TALKING POINTS 

- WE HAVE CONVENED THIS MEETING AT THE DIRECTION OF 
SECRETARY KISSINGER IN ORDER TO HAVE A CONFIDENTIAL EX- 
CHANGE OF VIEWS ON PROBLEMS POSED BY THE NATIONALIZATION OF 
THE OIL INDUSTRY IN VENEZUELA AND THE PROGRESS OF "PARTICI- 
PATION" NEGOTIATIONS IN SAUDI ARABIA AND KUWAIT. PRESENT 
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ARE REPRESENTATIVES OF AMERICAN OIL COMPANIES WITH 
INTERESTS IN THOSE COUNTRIES AND OFFICERS OF THE DEPARTMENT 
OF STATE INCLUDING: 
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CARLYLE MAW, UNDER SECRETARY OF STATE 
MONROE LEIGH, LEGAL ADVISER 

WILLIAM D. ROGERS, ASSISTANT SECRETARY OF STATE FOR 
INTER-AMERICAN AFFAIRS 

SIDNEY SOBER, DEPUTY ASSISTANT SECRETARY OF STATE FOR 
NEAR EASTERN AND SOUTH ASIAN AFFAIRS 
JULIUS KATZ, DEPUTY ASSISTANT SECRETARY FOR ECONOMIC 
AND BUSINESS AFFAIRS. 

- IT IS WELL KNOWN THAT, WHERE A STATE NATIONALIZES THE 
PROPERTY INTERESTS OF AMERICAN NATIONALS, OR REQUIRES THEM 
TO SELL THOSE INTERESTS TO THE STATE, THE POSITION OF THE 

U.S. GOVERNMENT IS THAT PROMPT, ADEQUATE AND EFFECTIVE 
COMPENSATION SHOULD BE PAID FOR THOSE INTERESTS. 

- AT THE SAME TIME, WE RECOGNIZE THAT THERE IS ROOM FOR 
DIFFERENCE OF OPINION AS TO WHAT COMPENSATION IN A GIVEN 
CASE IS "ADEQUATE ", 

- WE ALSO RCOGNIZE THAT, EVEN IF, IN A GIVEN CASE, THE 

U.S. GOVERNMENT AND THE COMPANY CONCERNED WOULD AGREE THAT 
THE COMPENSATION OFFERED IS NOT ADEQUATE, THE COMPANY MAY 
NEVERTHELESS WISH TO ACCEPT THAT COMPENSATION. 

- IN THE THREE MOST IMPORTANT AND CURRENT CASES, IN VENE- 
ZUELA, SAUDI ARABIA AND KUWAIT, WE UNDERSTAND THAT "COMPEN- 
SATION" IS TO TAKE ESSENTIALLY TWO FORMS: FIRST, PAYMENT 

OF NET BOOK VALUE FOR INSTALLATIONS AND INVESTMENTS TO BE 
EXPROPRIATED OR SOLD; SECOND, CONCLUSION OF NEW CONTRACTUAL 
ARRANGEMENTS BETWEEN THE FOREIGN GOVERNMENTS CONCERNED AND 
THE COMPANIES BELIEVE WILL AFFORD ONGOING OPPORTUNITIES 
FOR PROFITABLE OPERATIONS IN THE COUNTRIES CONCERNED. 

- PAYMENT OF NET BOOK VALUE IS CONTEMPLATED FOR THE VALUE 
OF INSTALLATIONS AND INVESTMENTS ONLY; THE GOVERNMENTS 
CONCERNED APPARENTLY PROPOSE TO PAY NOTHING FOR OIL CON- 
CESSION RIGHTS, DESPITE THE FACT THAT THESE RIGHTS HAVE 
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YEARS TO RUN. THEY ALSO CONTEMPLATE, HOWEVER, THAT A POR 
TION OF THESE RIGHTS WILL IN EFFECT BE MAINTAINED OR 
RESTORED BY ENTERING INTO NEW CONTRACTUAL RELATIONSHIPS 
WITH THE COMPANIES. COMPENSATION THEN MAY BE, IN THIS 
BROAD SENSE, VIEWED AS COMPOSED BOTH OF THE PAYMENT OF NET 
BOOK VALUE FOR INSTALLATIONS AND OF THE PROFITS WHICH COM- 
PANIES WILL MAKE ON THE NEW CONTRACTS. 

- WE PRESUME THAT, IN CONNECTION WITH NATIONALIZATION OR 
SALE, AND THE ACCEPTANCE OF NET BOOK VALUE, THE RIGHT OF 
THE COMPANIES TO FULLER COMPENSATION WILL BE WAIVED. WE 
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WOULD ALL AGREE THAT PAYMENT OF "JUST" NET BOOK VALU FOR 
INSTALLATIONS IS VERY UNLIKELY TO CONSTITUTE OF ITSELF 

ADEQUATE COMPENSATION. AT THE SAME TIME, IF THE RIGHT OF 
THE COMPANIES TO FULLER COMPENSATION IS WAIVED BY THEM, 

NOT ONLY WILL THEIR LEGAL RIGHT TO SEEK ADEQUATE COMPENSA- 
TION FOR THEIR CURRENT CONCESSION RIGHTS DISAPPEAR; SO 
ALSO WOULD THE RIGHT OF THE U.S. GOVERNMENT EVER TO ESPOUSE 
ON BEHALF OF THE COMPANIES WHAT IT MAY VIEW AS THEIR WELL 
FOUNDED CLAIMS TO ADEQUATE COMPENSATION. 

- IN VIEW OF THE IMMENSITY OF THE ASSETS AND RIGHTS 
INVOLVED, THE U.S. GOVERNMENT NATURALLY WOULD NOT WISH TO 
HAVE ITS RIGHTS TO ESPOUSE THESE INTERESTS WAIVED BY THE 
COMPANIES CONCERNED WITHOUT FULL PRIOR CONSULTATION. THIS 
MEETING IS A 

STEP IN SUCH CONSULTATION. 

- AT THE SAME TIME, THE U.S. GOVERNMENT STRONGLY DESIRES 
THAT THE COMPANIES CONTINUE TO DEVELOP AND MARKET OIL OF 
THE COUNTRIES CONCERNED, NOT ONLY FOR THE PROFITS THEY 
WILL DERIVE BUT OTHER OBVIOUS REASONS AS WELL. 

- A POSSIBLE COURSE OF EVENTS WHICH CAUSES THE U.S. 
GOVERNMENT CONCERN IS THIS. THE COMPANIES ACCEPT NET 

BOOK VALUE AND WAIVE THEIR RIGHTS TO ADEQUATE COMPENSATION 
IN THE BELIEF THAT A MAJOR PORTION OF THE PACKAGE OF 
COMPENSATION ACTUALLY WILL BE RENDERED BY PERFORMANCE OF 
THE NEW CONTRACTS FOR ONGOING OPERATIONS. HOWEVER, IN 
FACT THE GOVERNMENTS CONCERNED DO NOT PERFORM THESE NEW 
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CONTRACTS IN ACCORDANCE WITH THEIR TERMS FOR THE PERIODS 
WHICH THE CONTRACTS SPECIFY. THUS A MAJOR ELEMENT OF COM- 
PENSATION PROJECTED DOES NOT FULLY MATERIALIZE. THE 
COMPANIES MIGHT WELL HAVE A CLAIM FOR VIOLATION OF THE NEW 
CONTRACTS IN THESE CIRCUMSTANCES AND IF THE U.S. GOVERNMENT 
WISHED TO TAKE UP SUCH CLAIMS, SO WOULD IT. BUT CLAIMS 
FOR THE IMMENSE EQUITY WHICH THE COMPANIES ARE NOW 
SURRENDERING WILL HAVE VANISHED. 

- IT IS TO PREVENT THAT COURSE OF EVENTS FROM 
TAKING PLACE 

THAT THE DEPARTMENT OF STATE WISHES TO PROPOSE THAT THE 
COMPANIES ENDEAVOR TO CONDITION THE RELINQUISHMENT OF 
RIGHTS TO COMPENSATION BEYOND THAT WHICH THE GOVERNMENTS 
NOW UNDERTAKE TO PAY ON THE PERFORMANCE OF THE CONTRACTS 
FOR ONGOING OPERATIONS. THAT IS TO SAY, WE PROPOSE THAT 
ACCEPTANCE OF NATIONALIZATION OR PARTICIPATION AND THE 
WAIVER OF RIGHTS TO COMPENSATION BEYOND THAT SPECIFIED 
BE CONDITIONED ON THE PERFORMANCE OF THE NEW CONTRACTS SO 
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THAT, IF A GOVERNMENT CONCERNED SHOULD REPUDIATE ITS 
CONTRACT, THE COMPANY WOULD BE LEGALLY ON GOOD GROUNDS IN 
MAINTAINING THAT ITS CLAIM TO ADEQUATE COMPENSATION FOR 
THE RIGHTS IT IS NOW SURRENDERING REVIVES. 

- WE RECOGNIZE THAT IT MAY NOT BE EASY TO PERSUADE THE 
GOVERNMENTS INVOLVED TO SO AGREE, OR, IF THIS CAN BE 
MANAGED, THAT ANY SUCH AGREEMENT MAY HAVE TO BE SUBTLY 
EXPRESSED. WE ARE PARTICULARLY AWARE THAT, IN VENEZUELA, 
NEGOTIATIONS BETWEEN THE GOVERNMENT AND COMPANIES ARE 
WELL UNDERWAY. BUT WE DO THINK IT USEFUL THAT THE 
COMPANIES GIVE THE MOST CAREFUL CONSIDERATION TO THIS 
APPROACH. 

- AT THE SAME TIME, WE WISH TO MAKE IT CLEAR THAT WE ARE 
SPEAKING OF AN APPROACH THE COMPANIES MIGHT INDIVIDUALLY 
TAKE. WE ARE NOT SUGGESTING THAT THE UNITED STATES 
GOVERNMENT NOW INTERVENE IN THE NEGOTIATIONS IN VENEZUELA 
AND THE MIDDLE EAST. AND WE DO NOT THINK THAT IT WOULD 

BE IN THE INTEREST OF ANY OF THE COMPANIES CONCERNED TO 
ATTRIBUTE THE FOREGOING APPROACH TO THE U.S. GOVERNMENT 
IN ANY COMMUNICATIONS THEY MAY HAVE WITH FOREIGN GOVERN- 
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MENTS. END QTE. 

3. I WANT YOU TO KNOW I HAVE NOT APPROVED THESE TALKING 
POINTS AND PLAN TO RECOMMEND SUBSTANTIAL DELETIONS AND 
REVISIONS. BUT I SEEK YOUR VIEWS ON THE FOREGOING AND ON 
THE PLANNED MEETING AS SOON AS POSSIBLE. KISSINGER 
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